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ABSTRACT 
This study has examined the application of competency model in human 
resources functions. Three large organizations in Hong Kong which had applied the 
competency model were invited to participate in the study. Discussion was 
concentrated on how the organizations applied the model in their human resources 
functions, the strengths and weaknesses of the model, and the general controversies of 
the model. The results of the study indicated that the competency model was an 
effective vehicle for establishing an integrated human resources systems. Further, it 
allowed human resources management to contribute to the organizational strategic 
needs. 
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Considering a recent appraisal of the strategic importance of human resources 
by Business Week: 
It is the most dramatic change in a managerial function since financial 
executives rose to power in the 1960s conglomerate era .... At a time when 
companies are constantly acquiring, merging, and spinning off divisions, 
entering new businesses and getting out of old ones, management must base 
strategic decisions more than ever on human resources considerations -
matching skills with jobs, keeping key personnel after a merger, and solving 
the human problems that arise from introducing new technology or closing a 
plant. (Business Week, 1985, p.58) 
Human resources management has moved to the stage of 'gaining and 
sustaining a competitive advantage'. Top management looks to the human resources 
department, as it does to line managers, to control costs, to enhance competitiveness, 
and to add value to the firm in everything it does. But, how may human resources 
management functions be used strategically to enhance productivity, quality of work 
life, and profits? 
Competency-based model may offer the solution. Competency is defined as 
an underlying characteristic of a manager causally related to superior performance on 
the job. The model is to identify that specific mix of skills, attitudes, personal 
qualities and behaviors which enables a person to perform effectively. Its emphasis 
on outstanding performance and output aligns with today's competitive business 
philosophy. 
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The project adopts a qualitative approach. Firstly, it will attempt to consolidate 
a more complete picture of the competency model by doing extensive literature 
review. It reviews the definitions of competency, differences between the American 
competency model and British model, the relations of the model to human resources 
management, and the identification of competency. 
It will study three large organizations which have implemented the 
competency model: Hang Seng Bank Limited (Hang Seng Bank), Hong Kong and 
Shanghai Banking Corporation (HongkongBank), and Mass Transit Railway 
Corporation (MTRC). They are in different stages of implementation. Hang Seng 
Bank is just at the starting stage while MTRC and HongkongBank have implemented 
the model for five years and extensively applied it. 
The analysis is focused on how each organization applies the competency 
model in various human resources functions including recruitment and selection, 
succession planning, training and development, performance appraisal, and reward 
management. The strengths and weaknesses of the application in each function will be 
discussed from the management perspective. The study will not evaluate the 
effectiveness of the model and its impact on staff due to the difficulties in collecting 





Competency refers to a set of knowledge, skill and personality variables which 
relates to successful behavior in a designated field. It is the ability to transfer skills 
and knowledge to new situations within the occupational area. It may be a motive, 
trait, skill, aspect of one's self-image or social role, or a body of knowledge which he 
or she uses. It encompasses the organization and planning of work, innovation and 
coping with non-routine activities. It includes those qualities of personal effectiveness 
that are required in the workplace to deal with co-workers, managers and customers. 
It is always assumed that competency may be defined; that there are strong 
relationships between competency and organizational effectiveness which lead to 
economic competitiveness; and that competency may be promoted through 
management development and training. 
Some academic bodies treat competency as a generic and 'off-the-shelf 
model. They define competency and relate this to performance criteria in order to 
produce competency lists of knowledge, skill and attitudes. It is assumed that the list 
is applicable in all situations. Burgoyne (1989) thought that such approach was ill-
equipped to cope with the complexities of management performance and 
organizational effectiveness within industrial markets. Specifications of management 
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competency must take into account of differences among organizations, sectors and 
industrial markets. Therefore, some bodies favor models which are more specific to 
the organization and more expressive of its particular culture and language. In part, 
this is an attempt to gain greater commitment to, and ownership of, the model by line 
managers. 
In addition, with the prevalence of restructuring, multi-skilling and delayering 
in world-wide commercial organization, the notion of the 'job' as a stable collection 
of discrete tasks is becoming outdated. Movements away from job evaluation to skill 
or competency-based pay systems have also undermined the priority given to ‘jobs' 
rather than skills. Competency-based approaches will therefore need to broaden out 
from a purely job-based focus towards roles and career streams and paths, sector-
specific competencies and international and inter-cultural management competencies. 
Boam and Sparrow (1992) refer to competencies as having a ‘life-cycle，，that 
is the relevance of any competency to a career stream, job or organization will rise 
and fall. Some competencies may be emerging - perhaps not particularly relevant at 
the present, but the strategic path which is being pursued will place greater emphasis 
on them in the future. Examples include commercial, marketing and entrepreneurial 
skills in privatized utilities and government agencies which now require more 
commercial, as well as more people-oriented skills. Some competencies may be 
maturing, becoming increasingly less relevant in the future. Other competencies may 
be transitional, relevant to the early stages of a new venture, a new role and a new 
business, but perhaps less so later as the organization matures. Others may be 
described as core competencies, enduring in importance whatever the change in 
strategy. 
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Differences between the American and British Competency Models 
Storey (1989) has described managerial competencies as being ‘at the cutting 
edge’ of research in management development. In the late 1970s, the American 
Management Association commissioned the McBer Consultancy to attempt to identify 
those characteristics or qualities that exemplified superior managerial performances. 
The research program identified 16 competencies which grouped into four clusters 
including goal and action management cluster, directing subordinates cluster, human 
resources management cluster and leadership cluster, and found different emphases 
according to management level and organization sector. This project was conceived 
as an initial attempt which needed ftoher longitudinal research and the inclusion of 
other variables associated with the job or the organizational environment. This model 
is very influential both in the United Kingdom and the USA, being used to profile the 
core competencies required by senior managers at Manchester Airport (Jackson, 
1989). 
However, in the United Kingdom in the late 1980s, the terms ‘competency’ 
has become associated with the work of the Management Charter Initiative (MCI), the 
National Council for Vocational Qualifications QS[CVQ) and the Scottish Council for 
Vocational Qualification (SCOTVEC). In this respective, ‘competency，is associated 
with standards of performance in specific functions, rather than with the underlying 
characteristics and behaviors which underpin superior managerial performance. 
The British approach is much more linked to job performance in specific 
functions and is much more geared towards certification and accreditation. The set up 
of NCVQ was to ensure the development of qualifications based on assessments of 
competency rather than knowledge, that is, outputs rather than inputs. Occupational 
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competency is defined here as the ability to perform the activities within an 
occupation to the standards which a competent individual should be capable of 
performing. 
On the other hand, the American approach defines competency as an 
‘underlying characteristic' which may lead to effective or superior performance, job, 
organizational and environmental factors are taken into consideration. Due to its 
emphasis on superior performance, the term 'competency' in the American approach 
shows some conceptual ambiguity, sometimes referring to an action, sometimes to an 
underlying ability to act, and sometimes to the outcome or result of actions. 
The dominant approach in the USA employs a person-oriented job analysis to 
identify those characteristics which distinguish successful job holders. The 
competencies are thus expressed as skills, personal characteristics or behaviors, and 
resemble criteria used in assessment centers. The dominant approach in the United 
Kingdom is to use a task-oriented job analysis technique called 'functional analysis' 
to identify the necessary roles, tasks and duties of the occupation rather than the skills 
of successful role incumbents. This yields an extensive list of ‘elements of 
competency' grouped under major functional or key role areas, with performance 
criteria developed to indicate minimum competency levels. 
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Relations to Human Resources Management 
In recent years, there has been increasing attention to the 'strategic 
management of human resources', as expressed in terms such as “Human Resources 
Strategies" (HRS) or 'Strategic Human Resources Management' (Salaman, Hamblin, 
Illes, Mabey & Thompson, 1992). HRS is proactive but traditional personnel 
management is reactive; HRS emphasizes line manager involvement, personnel 
management emphasizes staff and functional involvement; HRS sees people as assets, 
personnel management sees people as costs; HRS is long term, personnel management 
is short term; HRS focuses on managers, personnel management focuses on non-
supervisory employees. The crucial distinction is that HRS aligns or links with 
corporate strategies. 
HRS links with corporate strategies in three dimensions: 
External Integration 
This dimension, adopted from Baird and Meshoulam (1988) refers to the 
integration of HRS and corporate strategy. Buller (1988) identifies four levels of 
linkages between human resources and strategic planning -
i. administrative - purely operational links: provide traditional personnel 
administration services; 
ii. one-way - human resources programs reactively support strategic 
plans: human resources department introduces new 
programs or modify existing ones to support the corporate 
strategies; 
8 
iii. two-way - reciprocal interdependence links: other than reacting to the 
strategic plans, human resources department proactively 
provides information on human resources matters for 
strategic planning; 
iv. integrative - frequent, dynamic interaction between equal strategic 
partners: human resources department participates in the 
strategic planning and becomes a partner of other line 
departments instead of only a service provider. 
Institutional Integration 
This refers to the strategic integration of human resources/personnel function, 
that is, to institutionalize the function of human resources into the strategic planning 
of the company. 
Internal integration 
Baird and Meshoulam (1988) refer this integration to the coherent, consistent, 
interconnected application of a set of human resources policy 'levers'. The first level 
is coherence, that gauges the extent to which information from one part of the human 
resources system is used in other parts of the system. The second level is consistency, 
that is, whether the human resources system uses a consistent set of dimension across 
functions, with selection, training, appraisal and reward conducted against a consistent 
criteria. 
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Competency-based model provides a framework which assists strategic 
coherence across all three dimensions (Illes，1993). 
To achieve external integration, competency models link corporate strategy 
with human resources strategies through specifying the roles, skills and 
competencies required. Corporate values and role requirements are incorporated 
into specific key competencies which can be used in recruitment, selection, 
performance appraisal and training and development. Both internal and external 
staff can be assessed against these competencies, and gaps between present 
competencies and required future competencies are identified. In this way, these 
staff will be trained and ‘modeled，towards the requirement and standards of the 
organization. 
For internal integration of all functions of human resources management, 
competency models can act as a backbone or a common database to the human 
resources system as a whole, binding together all the separate human resources policy 
areas. The models need to be collaborative rather than controlling, prospective rather 
than retrospective, anchored rather than abstract, specific rather than generic, and 
career focused rather thanjob focused. (Appendix 1) 
/ 
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Identification of Competencies 
McClelland (1973) offers good advice on how to assess competency. His 
recommendations include the following: competent behavior should be analyzed into 
components; incremental changes in competency should be outlined; ways to improve 
a competency should be made explicit; transferability to other situations should be 
assessed; initiative as well as response should be noted; and the assessment focus 
should be formative and progress-driven. There are four popular techniques in 
identifying competencies, namely, Critical Incident Technique, Job Function 
Analysis, Behaviorally Anchored Rating Scales, and Morgan's Action Research 
Approach. 
Critical Incident Technique 
It involves the selection of two samples of competent and average employees 
who are then interviewed and asked to describe critical incidents encountered in their 
jobs (Spencer 1983). The techniques assume that the best way to identify competency 
is to focus on difference between average and excellent performers in a job. Critical 
incidents, which refer to important work events which significantly affect progress in 
projects, are used to aid the differentiation of performers. The problem with this 
assumption is that it fails to identify general dimensions of competency; that is, the 
requisites for job performance. The focus is on competency as excellence not 
adequacy. The application of this technique provides less information about levels of 
competency which distinguish the requisites for average competency from excellence. 
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It is therefore not likely to provide information on business owner managers' 
competency requirements in marketing, finance and so on. 
Job Function Analysis 
It involves the identification of the task flinctions which are used to infer the 
requisite knowledge and skills for job performance (Pottinger, 1977). This approach 
ignores personality variables which may offer critical information for identifying the 
levels of competency in the performance of a task which distinguishes average from 
excellent performers. It is limited by the rigid focus on the task functions ofthe job 
and not the performer. This technique offers limited recommendations for increasing 
competency. It provides information on what people do, not on how a job might be 
better performed. 
Behaviorally Anchored Rating Scales 
It has been used by human resources managers to appraise performance. It is 
used to identify the criteria for effective performance which are then placed on scales 
ranging from effectiveness to ineffectiveness. The main problem with this technique 
is that it relies on the supervisors' ability to observe behaviors, to recognize 
effectiveness, and to establish valid indicators of efficiency and inefficiency. 
Nonetheless, these rating scales have the capacity to observe and assess competencies 
appropriately. They could offer educators a useful procedure for building up an 
understanding of enterprise competency which could inform curriculum development 
and advisory programs. 
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Morgan's Action Research Approach 
This approach promotes self-reflective inquiry and team work by managers in 
order to focus competency development on organizational strategic concerns 
(Morgan, 1988). This approach is relevant to establishing the competency needs of 
small business owner managers as well as their organizational needs. It is clearly 
relevant to enterprise training and development programs because it allows for the 
identification of competency and development needs for achieving the goals of the 
enterprise. Its main limitations relate to the problems of working in teams and 
organizations. For instance, consensus may be difficult to reach, seniority may 




Interviews were conducted with the Career Development Managers of three 
large corporations, namely the MTRC, HongkongBank and Hang Seng Bank. These 
three companies have adopted competency model in various human resources 
functions such as recruitment, training, performance management, etc. Another 
interview was also conducted with the consultant of SHL Limited, one of the leading 
consulting firms with expertise in development of competency model for clients. As a 
matter of fact, SHL was the consultant agency which assisted the launching of 
competency model in these three companies. 
The purpose of the interviews is to investigate the objectives of implementing 
the competency model, its scope of application, implementation strategies, and the 
outcome. The lists of questions constructed for the interviews are attached in 




Hang Seng Bank Limited 
Background 
In 1993, Hang Seng Bank Limited experienced a high turnover rate. A 
number of staff promotions were recommended by line management in order to fill 
the vacancies and also as one attraction to retain the experienced staff. At that time, 
the top management as well as the Human Resources Division felt that there was no 
set of objective criteria for staff promotion. Staff were getting promoted depending 
on the influence of their managers, and not their performance. As a result, Human 
Resources Division was appointed by the Chief Executive Officer to design a more 
objective method of assessment. 
HongkongBank, the mother company of Hang Seng Bank, was adopting the 
competency approach at that time. Positive feedback from this model was received 
especially on the comments that the competency model could form a common 
language for assessment. Therefore, Hang Seng Bank decided to follow the practice 
of HongkongBank and adopted the competency model. 
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Objectives 
Basically, the objectives of applying competency model in the Bank are: 
1. to improve the performance of existing staff by providing structured development 
plan andjob movement opportunities; 
2. to establish an agreed standard of performance on the relevant competencies for 
promotion decisions; and 
3. to establish an agreed standard of performance on the relevant competencies for 
recruitment decisions. 
Implementation 
With the assistance from a consultancy firm, Saville & Holdsworth Limited, 
the project on competency model was started in 1994. Due to the conservative 
organizational culture of Hang Seng Bank, an incremental implementation approach 
was adopted with respect to the level of staff and the scope of application. 
The Bank has completed in setting up competency models for department 
heads and branch managers at the end of 1995. Communication sessions were 
conducted to introduce the model to the superiors, department heads and branch 
managers. To stress the values of the model on the Bank, the Chief Executive Officer 
of the Bank introduced the competency models in all internal seminars. The Bank was 
targeted to develop the competency models for all executive posts by the end of 1996. 
Training and development function was the first area of application of 
competency models in the Bank. The emphasis was to facilitate staff development by 
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identifying the right areas for improvement, and by designing appropriate training and 
development strategy for staff to realize their potentials. 
The next area of application was the selection of external candidates for the 
post of management trainees. However, the Bank did not intend to use the model for 
recruitment of managers. For these senior posts, relevant working experience was 
more important than getting high scores in tests run by the assessment centers. 
Moreover, the competency model was also applied to the internal promotion up to the 
executive level, but not applicable for promotion within the same staff category. 
The next step of application was to integrate the competency model into the 
Bank's annual performance appraisal system of executive level for the year 1996. 
Methods in identifying competencies 
Three methods were used to devise the competency models for the Bank. 
They were the repertory grid, critical incidence and work profiling system (Appendix 
4). Superiors as well as the staff were involved in the formulation of the models. 
Application of the Competency Model in Training and Development 
After a set of competencies was identified for the department heads and branch 
managers, the Training and Development Department aligned its existing training 
programs with the competencies. Superiors of these managers were requested to 
discuss all competencies with their subordinates and identify the areas for 
improvement. An assessment form had to be filled in. The Training and 
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Development Department would send staff training records together with training 
courses information to the superiors on a quarterly basis. 
Apart from in-house training programs, the Bank also sponsored staffto attend 
external training such as seminars and degree programs. 
Difficulties of Implementation 
The greatest difficulty was to obtain support from line management. 
Managers often put aside the materials about the competency models, and did not use 
the models in developing the staff. However, it was not the decision of Human 
Resources Division to force the line people to use the competency models. 
The staff also expressed fear and anxiety about the models. Many staff in 
Hang Seng Bank were having substantially long service with the organization. They 
were afraid of change and were also reluctant to change. 
Future Development of the Model in the Bank 
The ultimate objective of the Bank was to apply the model in an integrated 
human resources system, that was to say, the competency model served as a common 
base for selection and recruitment, succession planning, performance appraisal, 
reward management, and training and development. 
Last but not the least, line management would assume the ownership of the 
models and internalize the application. 
18 
Hong Kong and Shanghai Banking Corporation rHongkongBank) 
Background 
The concept of competency model in HongkongBank was originated in the 
regional office. In the early 1990s, the regional office developed ten competencies 
and requested the Hong Kong office to adopt them. Local office conducted an 
exercise to devise its own competency model. The local office started to use the 
competency model in 1991. 
Objectives 
The major aims of competency model were as follows: 
1. to recruit and develop more quality staff for the Bank; 
2. to establish an objective standard for assessment; and 
3. to provide a scientific tool for staff training and development. 
Implementation 
HongkongBank started to adopt the competency approach in 1991. The first 
function was for recruitment of resident officer trainee, a junior executive post 
designed for developing general bankers in the Bank. The application of the model in 
external recruitment has minimal impact on the existing staff. After a few rounds of 
recruitment exercise, the competency model was applied to evaluate promotion of 
staff to executive posts. 
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The competency models is now rather extensively used in the Bank. 
Functions included manpower planning, succession planning, recruitment, internal 
promotion to junior executives, training and development and performance appraisal 
are all using the competency models as bases for assessment. 
Difficulties ofImplementing the Model 
The greatest difficulty of applying competency models in HongkongBank was 
to gain support from the line management. Human Resources Department has to 
explain to them that the ultimate aim of the competency models was to achieve staff 
development, and not only as a tool for performance assessment. Further, some staff 
might need lengthy counseling as they felt uncomfortable when they could not meet 
the competency level of theirjobs. 
Future Development of the Model in the Bank 
The future development of competency model in HongkongBank was aimed at 
a more integrative approach for human resources functions. 
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Mass Transit Railway Corporation fMTRC� 
Background 
The company adopted the competency model in 1991. The reason for 
introducing the model was to form a common basis for recruitment and selection, 
training and development, performance management and succession planning so that 
all human resources functions could be integrated with each other. 
The program covered staff at managerial grades or above. The model was 
applied in the above mentioned functions. 
Implementation 
All directors had to attend briefing sessions on the competency model. 
Managerial staff had to attend a two-day training program on application of the 
model. The Managing Director ‘kicked off each communications session, and 
explained the objectives of implementing the model and the corporate directions. He 
clearly stated that the model would be applied in the performance appraisal as well as 
the reward management. He further stressed that the identification of competency 
could benefit both the organization and the staff. 
The organization appointed SHL to conductjob analysis. Staff were invited to 
participate in the process through work profiling study, critical incident interview and 
repertory grid to develop competency profiles. In addition, core competencies 
reflecting corporate business needs were included in the profile as well. 
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The competency profile would be reviewed once every three years. In 
addition, the Human Resources Department would review each year's performance 
appraisal records and analyze whether there were changes in the job or work 
environment. The Department would then modify the competency profile 
accordingly. 
The organization would also incorporate new corporate values into the 
competency profile. For instance, safety was recently highly emphasized by top 
management. Corresponding behavioral measures were then adopted into the profile. 
Measurement of Competency 
MTRC appointed SHL to set up development center to measure staffs 
managerial competency for succession planning or promotion purposes. It also used 
the assessment center for recruitment of management trainees orjunior executives. 
Annual performance appraisal was another means to identify staffs 
competency level. 
Ways to Improve Staffs Competency 
All performance appraisal records would be sent to the Training Center. The 
personnel would analyze the training needs, and advise respective manager and staff 
on the suitable training courses. 
MTRC would grant sponsorship to staff for self development. Approval of 
individual application would be based on the staffs performance appraisal result, the 
assessment by the development center, and nomination in the succession plan. 
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Evaluation ofResult 
It was admitted that the effectiveness of the model could not be directly 
measured. However, its effect could be inferred from the improvement in business 
performance and profits after introduction of this model. 
From the internal perspective, the model built up a common language between 
line departments and Human Resources Department. They could easily gain mutual 
understanding and reach agreement on people-related issues. A common staff 
database was built up for all human resources activities, and hence the development of 
an integrated approach of human resources management was feasible. It also 
facilitated the management to incorporate business focus into competency profile and 
shape employees' behaviors accordingly. 
The success of implementation of the model could be attributed to the 
readiness of the organization to accept change. Before introducing the model, MTRC 
has started ‘mindset，training for managers to be receptive to change and adopt open 
management style. Besides, there was a firm establishment of core values throughout 
the organization : customer service, respect for individual, on time and within budget. 
All managers internalized the values and spoke the same ‘language，. 
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Saville & Holdsworth Limited fSHL) 
Being the consultant for the three organizations, SHL offered the following 
insights into the process of implementing a competency-based model for human 
resources decisions and programs. 
Benefits of the Model 
As competency had to be behavior-anchored and observable, it was an 
objective tool for human resources functions such as job analysis, selection. It could 
help establish an integrated human resources system by providing a common 
database. 
Scope of the Model 
It was usually applied in recruitment, training and development at first. Only 
at later stage, would it be applied in performance appraisal management. It usually 
involved managerial staff only due to constraint of resources. A top-down approach 
was adopted. The implementation would be started from the most senior level and 
then progressed to the lower levels. 
Conditions Critical to Successful Implementation of the Model 
1. There should be no misconception of competency among staff. 
2. The objectives and benefits of adopting the model had to be clearly communicated 
to staff. 
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3. At the starting stage, it was better to apply the model at human resources functions 
which were less threatening to staff, like recruitment or training. 
4. The pilot run of competency identification should be conducted by external 
consultant who had a neutral position and was easily accepted by staff. At later 
stage, it could be conducted by the Human Resources Department so as to lower 
the cost and improve the efficiency. 
Definition of Competency 
There were two approaches in defining competency. The generic approach 
was to select some competencies, from a standard list of managerial competency built 
up by some research studies, that were suitable to the organization. The tailor-made 
approach was to build up a competency model unique to the company. Critical 
incident interviews, repertory grid, work profiling study would be carried out to 
identify the competency profile in this particular organizational context. 
Measurement of Competency 
Competency was usually measured through the use of assessment center. 




The discussion will be divided into seven sections. The first five sections will 
focus on the application of competency model on recruitment and selection, 
succession planning, training and development, performance appraisal, and reward 
management. Each section will start with a brief review of the traditional approach 
of respective function. The differences between the traditional approach and the 
competency model will be explored. Then it will discuss how the organizations use 
the model in the human resources function. The areas of concem in the application of 
the model will be investigated, and both the advantages and disadvantages of the 
application will be discussed. 
The sixth section will discuss the general controversies of applying the model. 
The last section will be the conclusion. 
Recruitment and Selection 
Background 
Recruitment and selection is one of the most important human resources 
function that helps company to build up its people resources. When a vacancy is 
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arisen due to staff turnover or business need, company will look for candidates to fill 
the position. It is increasingly common that company will source candidates from 
internal departments first. This is to provide career opportunity for existing staff 
members. If there is no suitable internal candidate, the company will then invite 
external candidate to apply. Nevertheless, the objective of selection is to find the best 
match between the candidate and the company: the candidate possesses the ability, 
experience and personal traits that the company is looking for, the company provides 
thejob opportunities, working conditions and culture that the candidate is looking for. 
A lot of tools are invented to assist the human resources practitioners in this 
function, like interview, personality test, aptitude test, written test, reference check, 
assessment center and the like. However, it seems that the result is not satisfactory. 
Authorities such as Ghiselli argued that testable personality traits rarely showed 
correlation better than 0.33 (10% of the variance) with job performance (Ghiselli, 
1966). An increasing number of studies showed that traditional academic aptitude 
and knowledge content tests, as well as school grades and credentials did not predict 
job performance or success in life (McClelland, 1973). 
It is common to hear the following comments : 
"...he is an excellent salesman before promotion, why after being promoted to 
the position of sales manager, his performance in managing the team and 
producing output is terrible...，'; 
"...this guy worked in a large multi-national corporation before, how come he 
performs in this way...，'; 
"...all the trainees have gone through a lot of tests for selection, and we have 
put a lot of resources to train and develop them. But, still, some ofthem leave 
us within the first few years and waste our effort... ”. 
There are several reasons for the above-mentioned failure. Firstly, before 
starting the recruitment process, one must carry out job analysis and define the 
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requirements of the candidate，and develop the specifications for the job and job-
holder. The traditional job analysis is focused on the content of the job. The personal 
qualities needed to fill that role are just inferred from the demands on the job holder. 
The weakness of this approach is that the inferred links, between what a job demands 
and the personal qualities that will supposedly enable a job holder to meet those 
demands, are typically based on faith and the experience of the job analyst. 
i 
Besides, people tend to make too many demands on a prospective candidate. It 
is easy to find a recruitment advertisement in the Classified Section of the South 
China Morning Post that lists out a lot of personal qualities required, like ability to 
work under pressure, initiative, excellent communication and interpersonal skills, and 
leadership skills. These abilities have not been derived in a structured manner from 
the challenges posed by the company strategy; this is especially important for senior 
functions. They are not specific enough. 
Manyjob profiles summarize the qualities a candidate should possess, without 
explicitly stating what these qualities are. For instance，there are various 
characteristics of leadership, depending on which approach is taken. Just a mere 
notion of ‘leadership skills' is too vague as a criteria to identify the right candidate. 
Application in General 
The competency approach injob analysis is to study the people who do the job 
well, and define the job in terms of the characteristics and behaviors of these people 
rather than taking the traditional approach of analyzing the elements of the job. 
Intensive interviews and well-structured questionnaire studies will be carried out with 
the job holders and their superiors to identify the behaviors and characteristics that 
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lead to excellent performance. This can prevent the errors made in inference of 
people specifications from the job content. The competency profile can depict a 
specific picture of the ideal candidates, instead ofjust a long list ofgeneric qualities. 
For a newly created position, there is no job holder and thus critical incident 
interview is not possible. In such cases, the competency profile will be built from a 
generic approach. The superiors will define the job duties and decide the desirable 
k 
performance of this job holder. Based on experience in applying the competency | 
model in other similar positions, the superior together with human resource 
representatives or other managers will design the competency profile for the new post. 
Instead of focusing on the content of the job, the competency approach 
specifies clearly what thejob output is. The method takes job performance rather than 
job content as its starting point. This is very critical in today's competitive business 
world. The market changes rapidly and the competition is increasingly intense. It is 
important to focus on how the individual job can contribute to the overall success of 
the organization. 
The basic assumption of competency model is that competencies differ in the 
extent to which they can be taught. Content knowledge and behavioral skills are 
easiest to teach. Changing attitudes and values is more difficult while it is still 
possible, the process is lengthy, difficult and expensive. From a cost-effectiveness 
standpoint, the objective of competency-based recruitment is to hire candidates who 
have the core motivation and trait characteristics and then develop knowledge and 
skills after they havejoined the company. It focuses on screening methods that can be 
used to select a small number of strong candidates from a large group of applicants 
quickly and efficiently. 
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An effective selection system must exhibit certain characteristics (Mitrani, 
Dalziel & Fitt，1992). It must successfully identify the person in the applicant pool 
who is best suited to take the job and provide the sort of job performance the 
organization needs to attain its objectives. This goal must be achieved without bias 
towards gender, ethnicity, or irrelevant disability. The operation of the selection 
system must be cost-effective. 
t 
Studies (Spencer, 1992) about the predictive power of competency-based i 
I 
selection system have shown performance improvements ranging from 19 per cent to 
78 per cent as a result of using such methods. Reductions in employee turnover 
ranging from 50 per cent to 90 per cent have also been noted. Spencer (1986) reports 
a retum on investment from one competency-based selection program of 2,300 per 
cent: the monetary value of improved performance and retention as a result of using 
the selection system injust its first year of operation outweighed the costs of installing 
the system by 23:1. 
Case Illustration 
All three organizations have adopted the competency model in recmitment of 
management trainees and junior executives, and selection of internal candidates for 
promotion to such levels. They define the competency profile of the target job and 
then select appropriate test tools to measure particular competency. They will also set 
up assessment centers, either by themselves or by consultant, to assess candidates' 
suitability. Line managers from different levels or functions together with human 
resources representatives will sit in the assessment panel, observe and evaluate 
candidate's performance. They will be trained on the use of different assessment tools. 
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During the assessment exercises, they will rate on their own and then discuss with the 
team on how the ratings are made afterwards. Consensus will be reached on the 
overall rating of performance in each test. 
Both HongkongBank and MTRC will incorporate their strategic direction and 
values into the competency profile. They seek candidates who demonstrate the 
potential to grow with the organization and make significant contribution in future. 
s 
They express satisfaction with the result regarding the effectiveness of competency-
based recruitment and selection system. 
Areas of Concem 
The competency model has its own limitations. Firstly, considering the huge 
amount of resources spent on assessment and identification of competency, it may not 
be affordable for most organizations to extend the application tojunior staff. 
The philosophy of hiring for core motivation and trait characteristics and then 
developing knowledge and skills is not applicable in the junior levels of staff. The 
technical skills and knowledge of junior staff are critical to the smooth operation of 
production process. Whether they possess the ideal personal qualities will not affect 
the business performance significantly. From the cost-effective point of view, it may 
not be justifiable to introduce the competency-based recruitment system at junior 
levels. It is better to improve the traditional recruitment methods for junior staff to 
increase the effectiveness ofhiring. 
Other than junior staff, it seems that the system has restrictions in recruitment 
of management staff. Usually the organization wants to buy their experience in 
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recruiting them. It is difficult to get a senior manager to go through the several-day 
assessment exercises. The candidate will not bother to spend a lot of time on doing 
the simulated exercises or filling the detailed questionnaires. In addition, it is really 
difficult to free the senior management staff from office work and conduct the 
assessment. Indeed, company usually relies on 'head-hunters' to recruit senior 
managers. The 'head-hunters' will approach candidates who hold similar positions in 
� 
relevant industry or function and have proven track record ofperformance. 
It is costly in adopting the competency approach considering the man-hours 
involved in definition and assessment of competency. Company must evaluate the 
effectiveness of the system against the cost: whether the definition of competency is 
accurate, whether the competency is able to meet the strategic needs of the company, 
and whether the assessment tool is valid in measuring the core competency. 
Another issue with the application is the difficulty in measuring ‘soft, 
qualities, like assertiveness, impact, creativity, sensitivity and intuition. They are 
difficult to measure under any circumstances and virtually impossible under simulated -
conditions. They are, therefore, not often included in competency-based assessments 
(Jacobs, 1989). Does this mean that they should be valued as less important and 
relevant than skills or abilities that are easier to measure? 
In the area of selection of internal candidates, the organization must be careful 
in nominating the staff to go through the assessment center. The problem is that 
learning is likely to take place throughout the duration of the event. When the staff is 
invited again to attend the assessment center, the result of the subsequent exercise 
may be distorted. Therefore, a detailed report of the staffs performance in the 
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assessment center must be kept, and when there is another promotion opportunity for 
the staff, the report will supplement the new assessment. 
Although the organization has spent a lot of resources to build up the 
competency-based recruitment system, its success in hiring is depended on whether 
the selection staff will use the system and whether they use it properly. The 
organization must ensure that the system is well accepted by the staff and has 
� 
creditability. At the start, staff participation in setting up the system is important as 
this will make them feel they own the system. Secondly, staff should be involved in 
the review of the system as they can provide on-the-job feedback about the 





Management succession planning identifies the top candidates for an 
organization's most important value-added jobs. Selection system should stress on 
careful identification of the most important qualities required by critical jobs. It 
should use as many sources of information about candidates as possible to determine 
whether or not the candidate possesses the required qualities. The processes and 
actions are aimed at ensuring a suitable supply of successors for current senior or key 
jobs and future roles arising from business strategy. In this way, the careers of 
individuals can be planned and managed to optimize the needs of the organization and 
the aspirations of the individuals. 
Many companies that neglect management succession planning have suffered 
when key people leave unexpectedly. Only very large multi-national corporations will 
value the importance of succession planning. They will take proactive measures to 
identify ‘high flyers, from staff performance records and superiors' recommendations. 
Management will then plan and schedule job rotation for these staff to widen their 
experience and exposure. When there is an appropriate vacancy, they can then 
appoint the target candidate to fill the position instead of searching around helplessly. 
In Hong Kong, few organizations have succession planning. Senior staff stay 
in the current position just because of their performance and luck. Their career 
movement in the organization is seldom pre-planned. Vacancies arise when someone 
at the senior level leaves the organization or when there is organizational 
restructuring. 
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Application in General 
Management succession planning does not only identify high-potential 
candidates but also provides the organization with a means of developing people who 
bear characteristics that are critical to success. A recent study indicates that the 
existence of a formal succession plan for the top positions provides a measurable 
profit advantage to companies that implement those plans over those companies that � 
do not (Mitrani, Dalziel & Fitt, 1992). 
Through the analysis of competency at each position and incorporation of 
strategic mission into the definition of competency, competency-based succession 
planning enables an organization to determine the critical current competencies 
necessary for success in key jobs and the strategic competencies necessary for future 
success. The process assists top management in evaluating the gap between the 
candidate's current strengths, their developmental needs and the quality of skills 
required by the target job. Corresponding training and development plans can then be 
designed. As a result, the system helps to ensure that the performance of these 
selected people will meet or exceed organization expectations when they are called 
upon to take up greater responsibility. 
Case Illustration 
Hang Seng Bank is at the starting stage and has not applied the model in its 
succession planning. On the other hand, both HongkongBank and MTRC have 
adopted it in succession planning. However, due to sensitivity issue, they do not 
reveal information on how the process is done. 
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Areas of Concem 
Research shows that the more complex the job, the more difficult it is to 
identify the critical tasks and competencies related to success (Boyatzis, 1982). Unlike 
lower management levels which have larger number of job holders, there are only a 
few people occupying the senior management positions. The number of respondents 
participating in the competency study is insufficient for identifying the outstanding � 
performers and average performers. Due to insufficient information, the identification 
of critical tasks and competency is hence more difficult, ifnot impossible. 
The difficulty of measuring ‘soft, qualities in competency-based recruitment 
system is also not circumvented in this application. It is even worse, taking into 
account that the job nature of top management is so dynamic that it requires a lot of 
sophisticated personal qualities for success, like achievement motivation and strategic 
thinking. They are difficult to measure as it is impossible to simulate the competitive 
or stressful situations that top management will frequently face. 
i 
In the traditional approach of succession planning, candidates may not know 
that they have been identified to fill future senior positions. The staff will not have 
over-expectations of their career prospect which may affect their behavior and 
performance. They only know that there are many career opportunities in the 
company and that they will be promoted or transferred frequently. The traditional 
approach also has the flexibility to modify the plan if there are changes in the business 
plan. 
In the competency-based succession planning, it is difficult to keep the plan 
confidential as the candidates will be actively involved in the assessment. The 
communication on the objectives of the assessment is therefore very important. It 
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should emphasize the development purpose and let the staff understand that the 
identification oftheir personal strengths and weaknesses is for planning of appropriate 
training to improve their performance. It is important not to make the staff perceive 
that they are identified as potential ‘high flyers' or they have reached their career 
ceiling. 
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Training and Development 
Background 
The underlying assumption of training and development is that everybody is 
trainable. Effective training and development programs can bring along performance 
upgrade for both the organization and the staff. ^ 
The traditional approach to training and development is based on the four 
stage training cycle: 
1. identification oftraining needs to find out the discrepancies between optimal and 
actual performance; 
2. design ofthe training and development programs includes the course content and 
target trainees; 
3. implementation of the training courses; and 
4. evaluation and modification. 
4 
The traditional training and development programs focus mostly on skills and 
knowledge. The two most common complaints on the traditional programs are that 
the training courses are not following the company values and the training gained 
from attending the course cannot put into real working environment. For example, the 
staff may receive an in-house training course on leadership, but instead ofmodeling to 
the kind of leaders required by the company, the staff may just obtain a general 
knowledge about leadership. In this case, the application in daily working 
environment is also impossible. 
Training and development is a rather ‘expensive’ exercise for most 
organizations. Employees are expected to be competent for their jobs once they start 
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working in the organizations. Many organizations are reluctant to invest money in 
training and development. Furthermore, managers are reluctant to send subordinates 
to attend training classes since this may mean loss of productive man-hours. 
Nonetheless, the trend has been evolving. Top management realize the benefits 
of their involvement in formulating the training and development strategies. Their 
ownership of training and development strategy can cultivate the desired corporate 
'>, 
culture and values within the organization. They are willing to invest a huge sum of 
money in developing and improving their training and development programs. This 
also becomes one of the attractions in recruiting staff. 
Application in General 
Basically, the benefits of incorporating competency model into the training 
and development strategy of an organization are as follows: 
1. to give a more concrete and solid picture on the design of the training programs; 
2. to provide an objective approach for training and development; and 
3. to increase self-awareness of staff. 
To give a more concrete and solid picture 
on the design of training programs 
A common problem of management development courses is the inability to 
transfer learning back to the workplace. Using the principles of action learning, 
training based on competencies can lead to behavioral changes which can be used in 
the workplace. 
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Traditional training and development programs are based on task analysis 
(McNemey & Briggins, 1995). Most often, task analysis has been used for training in 
jobs which rely heavily on psychomotor skills such as manual labor. Even for 
management training, the task analysis will be focused on operational efficiency and 
tasks skills. It is the training based on what people do. 
On the other hand, competency assessment is based on who the successful 
'[ 
performers are. Evidence (Albanese, 1989-90) indicates that the competencies 
identified can be developed through specific training and education programs. The 
competencies demonstrated by superior-performing managers become the actual 
training and educational objectives of the training programs. They provide clear 
guidelines for trainers to design the courses with more ‘solid’ content. Thus trainees 
can obtain skills and knowledge which directly lead to superior performance. 
To the manager, the trained behaviors are practical because those are behaviors 
of the good performers. To the trainee, the skills and competencies leamt from the 
training programs are tangible and achievable since the behaviors are identified from ‘ 
job holders of similar posts. 
To provide an objective approach for 
training and development 
The traditional method in identifying training needs is through the 
observations by the superiors. The superiors, basing on the impression of the staff 
performance in general, recommend training courses for the staff. Such way of 
identification of training needs are seldom reliable and effective. 
With the competency-based training and development strategy, an 
organization can establish a common sets of competencies for the staff. Superiors will 
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work with the staff in identifying their training needs by reviewing the frequency of 
demonstrating the competencies. Superiors will then know which competencies to 
include in the training and development plans for their staff. By further introducing 
the weighting scales of competencies, the training needs can be prioritized. 
To increase self-awareness of staff 
、丨 
The pillar on which personal development rests is self awareness (Cockerill, 
1989) as it is commonly understood that in-house training course can only bring along 
just minor improvement for managerial development. The most important element for 
change is the managers themselves. 
According to Cockerill, two types of information are valuable to the self 
development. One is the information relates to preferences, that is, what each of us 
does or does not value, what we like or dislike doing. The other type of information is 
the capacities, that is, what each of us is good or not good at doing. 
Competency model provides information on capacity since competency refers 
to a level of performance which commonly agreed by both superiors and the staff as 
good and outstanding performance. The information on capacity can be obtained 
from assessment centers, bosses, peers, subordinates and self-rating. The competency 
assessment process can help the managers and the staff recognize their insufficiencies 
and induce the need for self-development. 
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Case Illustration 
The competency models are widely applied in the training and development 
ftmction ofthe three organizations. For Hang Seng Bank, the first area of application 
for competency model was training and development. Large sum of money had been 
invested to re-design the in-house training programs. External training policies were 
also modified to include sponsorship of overseas and local educational courses. � 
Both MTRC and HongkongBank had applied the competency model in their 
training and development functions. Through performance appraisal, Human 
Resources Department collected systematic and update information of the training 
needs ofthe staff. Lists of training and development programs were provided for the 
superiors so that they could nominate their staff to attend the programs with reference 
to the identified training needs. 
As mentioned before, the competency-based approach can give a solid and 
concrete picture on design of training programs. In the case of MTRC, the definition 
of analytical reasoning, basing on the competency models, is 
‘able to evaluate information in both verbal and numerical form, and interpret 
moderately complex statistics and charts, analyzing data and understanding 
the implications. Investigates problems in depth, asking probing questions to 
research issues thoroughly, and assimilating data to draw conclusions'. 
Therefore, the corresponding training programs will focus on some statistical and 
charts analysis and some assimilation analytical skills. 
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Areas of Concem 
Although there may be some limitations of competency models applying in the 
function of training and development, the most important area of concem is the 
distortion of existing training and development systems. 
If one organization does not have a comprehensive training and development 
system, a new set of training programs has to be established in order to match with the � 
identified competencies. A substantial sum of investment is thus required. The 
greatest concem for this ‘start from scratch' approach is the resources problems. 
Nonetheless, if the organization already has a well-established training and 
development system, the organization has to re-design the system in order to cope 
with the competency requirement. This may even involve more difficulties on 
resistance from the line personnel, from the existing staff or even from training 
professionals of the organization. 
Training and development is a continuous process once the staff joins the 
organization. First of all, the staff may receive induction training which gives them 
knowledge on the organization. A series of development programs may follow such as 
training programs on interpersonal skills, organization skills and communication 
skills. This involves a huge amount of investment in terms of both money and time. 
However, with the introduction of the competency approach on training and 
development, a new series of training programs will replace the existing ones. After 
identifying the training needs in relation to the competency models, staff may need to 
attend another series of training programs again though some programs may have the 
same course title as the course they have attended previously. 
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For instance, a staffmember attended a course on interpersonal skills one year 
ago，but after the competency model has introduced, he or she may have to attend the 
new training course on interpersonal skills. Training and development professionals 
have to convince the line management to release the staff once again to attend the 
training course. 




Performance appraisal is generally defined as a process or a set of processes 
for establishing shared understanding about what is to be achieved, and how it is to be 
achieved, and of managing people in a way that increases the probability that it will be . 
achieved. 
An effective performance management process should answer the following 
requirements: 
1. Staff are aware of what is expected of them and how their contribution fits into the 
corporate values. They can understand how their performance is to be measured 
and track how well they are doing. 
2. The superiors should involve their subordinates in establishing the performance 
objectives. Challenges should be given so that the subordinates feel that they are 
important and the objectives are attainable. 
3. Staff are given appropriate recognition and reward for their achievements. 
There are a number of performance appraisal systems adopted by 
organizations in Hong Kong. The most traditional system is the point grading scales. 
Managers will grade the subordinates according to some defined traits such as 
working attitude, communication skills and interpersonal techniques. This type of 
performance appraisal focuses on comments and impressions of the appraisers on the 
general traits of the job holders which have no direct linkage to specific job 
objectives. 
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Another type of performance appraisal system, the Management by 
Objectives, is more structured. In this approach, the staff participated actively in the 
appraisal system to establish their performance goals. It seems that this approach can 
satisfy the afore-mentioned three requirements for an effective performance 
management system. Nonetheless, the greatest drawback of this approach is that it is 
impossible to define concrete objectives for alljob holders. 
• | 
Application in General 
In view of the drawbacks of above-mentioned performance appraisal systems, 
competency-based approach is growing popular. Through identifying the competency 
models for different posts, the superiors and the subordinates grasp concrete ideas of 
what a good employee should be. Staff are appraised against these competencies 
which they understand very well. However, the competency-based approach is 
criticized because of its relatively less emphasis on assessment of contributions to the 
organization. 
Richard E. Boyatzis in his book, ‘The Competent Manager' (1982), proposed a 
mixed model which incorporates the strengths ofboth the Management by Objectives 
approach and the competency-based approach. He recommended that a performance 
appraisal process should include two components, namely the assessment of recent 
performance, and the assessment of recent development and identification of future 
developmental needs. 
The assessment of recent performance is the determination as to whether the 
individual has met output objectives or task accomplishment objectives. This is 
mainly the assessment of the past. On the other hand, the assessment of development 
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is the documentation and recognition of competencies that the individual had 
demonstrated in the recent performance period and identification ofcompetencies that 
should be addressed during the next performance period. 
The greatest advantage of introducing competency-based element in 
performance appraisal system is the setting of an objective standard for assessment. 
As these competencies are identified through the participation of superiors as well as 
'i 
the job holders. The identified competencies are commonly agreed as qualities of 
good performance. Therefore, there will be minimum controversies on the 
representativeness of these competencies. 
Furthermore, the identified set of competencies become a common language 
for assessment for both appraisers and staff. Instead of just mentioning the general 
definition ofthe desired traits like interpersonal skills, the competency model gives a 
clear and concrete definition ofbehaviors for the whole organization. 
Actually, it is of particular importance for performance appraisal to adopt a 
common language since an effective performance appraisal system should allow staff 
to be aware ofwhat is expected of them, to understand how their performance is to be 
measured and can track how well they are doing. 
Case Illustration 
Both MTRC and HongkongBank adopt the mixed model of performance 
appraisal in its performance appraisal system for all executives. Basically, the 
appraisal is divided into two major parts, one is the assessment of recent performance. 
MTRC calls this part as 'Achievement of Key Results' and HongkongBank names 
this as the 'Performance Planning and Appraisal'. Appraisers are required to 
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formulate the work objectives of each subordinate at the beginning of the appraisal 
‘ year together with the staff. The objectives should be listed in sequence according to 
their relative importance. The objectives set must be agreed by both the appraisers 
and the staff, and should be attainable. Reviews of the objectives set will be 
conducted regularly to include any changes of the business environment. At the end 
of the appraisal year, appraisers will then grade the performance of the subordinates 
'I 
according to the degree of achievement of the set objectives. 
The second part of the appraisal is conducted on competency-based approach. 
Managers will evaluate the staff against the identified competencies such as 
interpersonal skills and technical know-how and experience. This is the assessment of 
recent development and identification of future developmental needs. The 
competencies identified have incorporated the company mission as well as the 
desirable behaviors demonstrated by the high flyers in the post. The competencies are 
described in details with quantified behaviors so that both the appraisers and the staff 
can have a clearer and more objective picture ofhow a good performer should be. 
MTRC has identified eleven competencies for its managers. Superiors have to 
assess the frequency of demonstration of such competencies of each managers. 
Weightings will be given to each competency so that a fairer assessment can be 
conducted for various job holders. For example, an architect may require a higher 
degree of technical knowledge and experience than interpersonal skills. Thus the 
weighting for technical knowledge and experience will be higher than interpersonal 
skills. 
The assessment of development for HongkongBank is conducted separately 
with the assessment of recent performance. Ten competencies are identified with clear 
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definitions of behaviors. Appraisers have to evaluate the subordinates against these 
competencies. Apart from being an identifier for development needs, the assessment 
also provides significant information for promotion potentials of thejob holders. 
Areas of Concem 
It is apparent that the application of competency model in both MTRC and 丨 
HongkongBank is rather restricted in the function of performance appraisal. 
Application is only on the assessment of development and identification of future 
development needs. It seems that assessment of performance is still concentrated on 
the traditional performance appraisal methods such as management by objectives. 
This may be due to the reason that top management still take past contribution to the 
organization as the main element for the assessment of performance. Therefore, the 
application of competency model in performance management is not a holistic 
approach. 
Furthermore, it is still a hard and ‘headache, problem for competency-based 
approach to define quantitatively the so-called ‘soft, personal qualities such as 
assertiveness and creativity for managerial posts. They are, therefore, not often 
included in competency-based assessment. Disregarding these ‘soft，qualities in 
competency models will mean incompleteness in the competency profile, biased 
judgments will easily be rendered and the essence of competency-based approach is 
lost. 
All along, performance appraisal is considered by most staff as a very 
important activity because performance appraisal is always linked with reward 
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management and promotion. Any alterations of the performance management system 
will pose unnecessary anxieties on staff. 
The implementation strategies should cope with the corporate culture. An 
incremental strategy is necessary for relatively more stable and conventional 
organization in order to keep the anxiety level of staff to the minimal. For instance， 
Hang Seng Bank introduces the competency model by phase. Firstly, the competency 
model is applied to training and development. As the staff know more about the ‘ 
model, the Bank plans to extend the application to performance appraisals. 
Communication to staff is another crucial factor to ease the anxiety of staff for 
implementing the change. Like MTRC, a series of communication sessions were 
conducted when the competency models launched in the organization. The Chief 
Executive Officer was present in every communication session in order to express the 
commitment of top management in introducing the models. Further, the Chief 
Executive Officer also showed up in every core training sessions of the executives to 
reiterate the importance and benefits of the competency model. All these lay grounds 
for the successfiil implementation of the model in MTRC. 
Last but not the least, the common difficulties in developing a fair and 
effective performance appraisal systems, such as the 'halo' effect and recency effect, 





Flexible organizations use varied ways to reward performance and are always 
seeking innovations that will give them an edge in attracting, retaining, and 
motivating talent. Generally speaking, there are two types of rewards: the financial ) 
I 
one and non-financial one like advancement, challenging work, opportunities for 
personal growth and new responsibilities. The following discussion will focus on 
financial rewards. 
There are three components of reward management. The first one is the base 
salary structure which is used for attracting staff. The second one is the control of 
regular salary increment, normally for a period of one year or half year. This is used 
to retain staff. The third component is on motivation for better performance which 
involves tools such as incentive bonuses and profit-sharing programs. In fact, 
application of any orientation of reward management system should cater for all these 
three components. 
The first component is related to job evaluation. Many companies adopt the 
HAY point system for their salary systems. Each job has its own HAY points 
calculated from three aspects, namely know-how, accountability and problem-solving. 
The job is paid according to the HAY points it weighted. 
The second and third components are linked with performance. Performance 
is the expression of how well an individual has played a part in delivering the 
organization's strategy, by achieving specific objectives relating to individual's role 
orjobs，or demonstrating competencies that are defmed as relevant to the organization 
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(Mitrani, Dalziel & Fitt，1992). Reward is thus based on past contributions to the 
organization, and demonstrations of the competencies by the individual in the 
organization. 
Application in General 
Reward for a job is driven by two assessments, the objective-based assessment “丨 
and the competency-based assessment (Mitrani, Dalziel & Fitt，1992). Under 
objective-based assessment, employees are paid according to their achievements and 
contributions to the company. Competency-based assessment describes what makes 
people successful in the job and rewards are paid in relation to staffs demonstration 
of these competencies. 
The objective-based assessment is more effective forjob holders having a high 
level of influence over, and personal responsibility for，the outcomes for which they 
are accountable. Good examples are the sales representatives for life insurance and 
foreign exchange dealers. However, it is not suitable for individuals who have less 
control over the outcome of particular areas of work. Examples include those work in 
the support services, project management, research，or customer services. In these 
cases, competency-based assessment should be the basis for reward management. 
Competency-based assessment is effective for these cases as competencies 
describe what makes people successful in the job and can thus be used in assessing 
performance. For instance, the performance objectives of the customer service 
supervisor of the telephone center of a bank are difficult to quantify since they occur 
most naturally as negative standards such as minimizing customer complaints to a 
certain level. On the contrary, the behavioral indicators are more positive and easier 
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to control. For example, customer care, customer management and efficiency in 
transaction are examples of competencies for the job holders. Pay assessment can 
thus be made according to the demonstration of such behaviors at work. 
Case Illustration 
MTRC used both objective-based assessment and competency-based 丨 
assessment in the annual increment for all executives. Superiors had to give 
performance grades for their subordinates as indicators for annual salary increment 
during the performance appraisals. These performance grades were the results of 
objective-based assessment, denoted in the part of 'Achievement ofKey Results', and 
the competency-based assessment, the section of ‘Managerial Competency'. 
For annual salary adjustment, HongkongBank used mainly the objective-based 
assessment. Salary increments of staff were based on the degree of achievement of 
the agreed working objectives. The only indirect influence of competency-based 
assessment on the reward system was its effect on the promotion prospect ofthe staff. 
It seems that HongkongBank has not applied the competency-based approach directly 
on reward management. 
Areas of Concem 
There are many issues concerning competency-based assessment in reward 
management such as the quality of measurement, openness ofthe process, and relative 
importance of the competencies against each other and against objectives. Many 
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organizations prefer to use competency model exclusively with developmental focus 
and not for reward management. 
One explanation for limited application of competency model in reward 
management is the issue ofpracticality. To devise an equitable reward system based 
on competencies, differentiation of competencies for different jobs must be as Tine' 
and ‘sharp, as possible so that each job can be fairly rewarded. Nonetheless, the 
1 
larger the organization, the greater the number of posts. Therefore, the three 
organizations do not develop competency model for each post. Indeed, they develop 
competency models for their managers by levels. In this connection, it is unfair to 
apply the models to determine salaries for most managerial posts 
Another issue concerning competency model in reward management is 
whether competencies should be rewarded in base pay or in other cash bonuses or 
even non-cash rewards. Theoretically, competency model is effective for determining 
base salary because it involves area of performance that remains relatively stable over 
time. On the other hand, time-related objectives are more appropriate to be reflected 
in cash bonuses in order to give more incentives for job holders who have more 
control over their work. 
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Controversies of the Competency Model 
Although there is the general conclusion that competency models have 
valuable parts to play in human resources functions, there are always some underlying 
issues ofconcems. These issues contribute to the malfunctioning and ineffectiveness 
of the applications of the models (Burgoyne, 1988). 
The first area of concem is the divisibility of competency. It is well accepted •！ 
that management is not the sequential exercise of discrete competencies. Instead, it 
should be under a holistic view towards all qualities of the job holders, that is, the 
whole is more than the sum of its parts. Managers do not use tools one at a time out 
of the ‘tool bag, of the core competencies. Listing of separate competencies at best 
simply illuminate different facets of a complex whole. In this connection, using 
divided-up lists ofcompetencies to select, to train, to develop, and to assess managers 
may create the problem of how the separated lists of competencies are reintegrated 
into a holistic managerial performance. In addition, learning separate aspects of 
managerial performance one at a time does not guarantee integral managerial 
performance, nor can a manager who has been identified as having separate 
managerial competencies in a list of profile be guaranteed to be able to use them 
effectively. 
One ofthe essence of competency models is that the models provide objective 
basis for the assessment of managerial performance. However, the fact that 
management has to create and define its own task in which to be competent means 
that there cannot be prior objective criteria for its performance. In fact, managerial 
competencies are best assessed by a process of informed and grounded judgment by 
55 
those who own and are affected by the managerial actions in question. Thus, the 
second issue of concem is whether the competencies are sufficiently objective. 
The third myth about the competency model is its universality. Viewing from 
our three interviews, it is obvious that each organization develops a set of 
competencies applicable to all managers. Although weightings of competencies can 
be given to each competency in relation to the specific jobs and posts, the universality 
' I 
ofthe competencies applicable to all managers is questionable. The reality is that all 
managerial jobs are different at a detailed level of resolution and all managerial jobs 
have high degree of abstraction. Competencies are exercised in discrete and specific 
situations as they are ‘real’ behaviors of some job holders. The debate is that the 
more universally true for any given list of competencies is, the less immediate useful 
it is to making any particular choice about how to act and conduct oneselfin a specific 
situation. 
Last but not the least, another area of concem which should be carefully 
handled in applying competency model is the practical ones. Introducing competency 
models is by no means cheap and economical. It does involve a substantial amount of 
cash and time investment. This is thus not surprising to see that application of 
competency models is restricted to large organizations in Hong Kong such as MTRC 
and HongkongBank. Therefore, the human resources practitioners should be cautious 
that the competency models should be cost-effective to the organizations. 
The requirement of cost effectiveness creates another common 
practical issue, the method of evaluating the models. Human resources management 
has long been facing the problem of validating its effectiveness. For example, it is 
hard to evaluate the effectiveness of a training programs and to prove that the 
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performance appraisal system works. The issue is the same for competency model. 
In our interviews, the three interviewees admitted that it was difficult to testify the 
result of the application of competency models, or at least, in the short run. 
Therefore, the success of the models depends highly on the belief of the top 




After the review of the application of competency model in various human 
resources functions of the three organizations, it is obvious that the model can be a 
means to an integrated and strategic human resources system. Basically, it allows 
for two basic types of integration. Firstly, it allows the external integration of 
human resources strategies with corporate strategy by incorporating corporate 丨 
values into the competency profiles. Secondly, it enhances internal integration of 
all various human resources functions by providing a common database for all staff-
related activities. 
In the case of MTRC, most human resources functions are performing under 
the application of competencies models, like selection, succession planning, 
performance appraisal, and training and development. As revealed by the 
interviewees, the competency models become a set of common language for all 
functions ofhuman resources management. Human resources policies are formulated 
with close reference to competency models and the behaviors of the employees are 
driven by the models. In this case, the whole organization has a common language of 
communication which enhances internal harmony and coherence between top 
management and the employees, and between human resources practitioners and the 
line personnel. 
Furthermore, by providing consistency and coherence in all the various human 
resources functions, the models will generate external integration of human resources 
strategies with corporate strategies. This can be achieved by ensuring that the 
structural and cultural requirements of such strategies are translated into behavioral 
5(5 
terms, with reference to newjob requirements and new values. In this connection, the 






Competencies are the underlying characteristics that lead to successful 
performance among a group of employees. A competency model lists the 
competencies associated with exemplary performers and is tied to the dominant 
corporate cultures. This new approach to management is based on behaviors that 
managers use and that can be clearly observed. 
With reference to the three large organizations in Hong Kong, 
HongkongBank, MTRC and Hang Seng Bank, the application of competency model 
in various human resources functions such as recruitment, succession planning, 
performance appraisal and training and development is discussed. The strengths 
and major areas of concern of this model are also examined. The most important 
contribution of competency model is that it sets up a common language for the 
organization to accomplish both internal and external integration. It allows human 
resources management to contribute strategically in achieving corporate goals and 
missions. 
The data of this study is by no means having high degree of 
representativeness. Nevertheless, with the significant role of these three organizations 
in Hong Kong and their huge staff size (there are altogether nearly 30,000 full-time 
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employees in these three organizations), the study does provide valuable information 
on the utilization of competency model. 
All along, the study is concentrated on review from the perspective of the 
management ofthe three organizations. One limitation of the study is that the staff or 
recipients of the competency-based programs have not been involved. As the staff 
receive the most direct impact of the utilization of the model, it is certainly 
j 
worthwhile to investigate the effect of the model on the staff concerned in order to 
provide a more holistic picture on the effectiveness of competency model. One ofthe 
future direction of examining the effectiveness of competency model will thus to 
consider the impact of staff concerned. 
All three organizations as well as the consultancy firm, SHL admitted that the 
trend of adopting the competency model in human resources management in Hong 
Kong is definitely unquestionable. More and more large organizations are introducing 
competency models in their human resources systems. Competency model will 
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Question List - Interview with the companies 
iP^ackground 
1 � W h y does the company adopt the Competency Model? 
j 
) i 
2 � W h a t are the objectives? 
3 � W h a t is the scope? Which levels of staff are involved? Which human resources _ 
fonctions are affected? 
r -
| l � H o w is the program launched? 
2� How does the company identify and define the competency in each level? 
3 � H o w is the competency measured? 
4 � W h a t are the difficulties in implementing the model? 
Others 
i � H o w do you evaluate the effectiveness of the model? 
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Question List - Interview with SHL 
1. How do you perceive the benefits of competency model contributing to a 
corporation? 
2. What is the common scope in applying the model? What are the functions and 
levels of staffbeing involved? 
3. Are there any conditions that are important to the successful implementation of the 
model? 




Analysis Techniques of Competencies Used by SHL 
1. Work Profiling System 
The Work Profiling System is a structured job analysis questionnaire which can be 
completed by job incumbents or a close manager who is very familiar with the 
demands ofthe job. The questionnaire comprises two parts, the first focusing on 
the task requirements of the job, tasks being selected according to whether they 
form part ofthe job, and rated according to time spent and criticality to achieving 
job objectives, and the second examining the context within which the tasks are 
carried out. The analyst investigates a number of ratings in a validation interview 
in order to ensure full understanding and accuracy of the responses. The output of 
the work profiling system includes an analysis of job tasks, context factors and 
human attributes which can be used to build a person specification and to guide 
the choice of assessment methods for key sills and personality characteristics. 
The work profiling system can be used to analyze existing jobs, in which case it is 
commonly completed by job incumbents. In addition, it can be used to analyze 
jobs which do not yet exist, or positions which are currently vacant. 
2. Critical Incidence 
Critical incidence sessions are conducted on a one to one basis or with a group of 
job incumbents or their close managers. Participants are asked to relate complete 
incidents in which job incumbents were key players, and of which the outcomes 
were critical to the achievement (or non-achievement) of job objectives. 
Discussion and analysis of the incidents elicit key skills and attributes required for 
the successful attainment ofjob objectives. 
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3. Repertory Grid 
Repertory grid is a structured interviewing technique which is flexible in that 
respondents are not given pr-determined dimensions. Instead they are invited to 
reflect on their own experience with job holders to identify salient dimensions 
which discriminate between good and less good performers. The respondent is 
required to consider the job performance of up to certain number of job holders, 
ten for example, whose work he/she knows well and then to make sequential 
comparisons between job holders to elicit the key skills and attributes which 
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